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TANZANIA: KEY ECONOMIC INDICATORS 
(In millions of current U.S. dollars unless otherwise noted) 


1989 1990 
Domestic Economy 1988 proj. proj. 
Population (millions) 24.0 24.8 25.6 


Population growth (3%) 3.4 3.3 363 
GDP (1) 3337 S227 2740 

Real GDP growth (%) 4.8 4.4 4.5 
GDP per capita ($) (1) 130.7 130.1 107.0 
Inflation (%) ewe 27.0 Le.5 


Production & Employment 
Labor force (thousands) 750 


Industrial production index 
(% change) 5 
Govt deficit (% of GDP) (2) 8 


4 
7 


Balance of Payments 
Exports (FOB) 372 


Imports (CIF) 

Trade balance 

Current account balance(3) 
Foreign debt 

Debt service ratio (%) (4) 
Foreign exchange reserves 
Average exchange rate 

(Tsh/USS) 64.3 


U.S./Tanzania Commercial Relationship 
U.S. Exports (FAS) 34.5 28.9 


U.S. Imports (CIF) 13.4 31.0 
Bilateral trade balance 23.3 -2.1 
U.S. share of Tanz. exports (%) 3.9 7.6 
U.S. share of Tanz. imports (%) 3.0 2.2 
U.S. bilateral aid 65.0 1 43.3 . 
U.S. investment (7) 18 1 18 28 


Principal U.S. exports: Used clothing, construction machinery, 
agricultural equipment, spare parts. 


Principal U.S. imports: Diamonds, cashew nuts, coffee, textiles 
and apparel. 


1. Apparent decline due to exchange rate devaluation and 
inflation. 2. Fiscal year beginning on July 1. 3. Excluding 
government transfers. 4. Including private transfers, before 
rescheduling. 5. Through May 1990. 6. Bilateral trade figures 
for 1990 estimated from data for first eight months. 7. As 
reported by USDOC/Bureau of Economic Affairs. 


Sources: IMF, World Bank, Government of Tanzania, U.S. Embassy 
estimates, U.S. Department of Commerce. 





Summary 


Tanzania’s economic recovery is on track, but major imbalances 
persist as the country enters the post-Nyerere era. Under the 
support of the international donor community, Tanzania has begun 
the second phase of its Economic Recovery Program (ERP), known 
as the Economic and Social Action Program (ESAP). Although the 
government has been successful in implementing some measures 
outlined under the ESAP, several important targets have been 
missed, hampering economic restructuring efforts. 


Despite continued transportation bottlenecks, the economic 
expansion continued in 1989 as real gross domestic product (GDP) 
grew by an estimated 4.4 percent. The agricultural sector was 
the engine of this economic growth as crop production increased 
substantially. Other sectors, including industry, construction, 
and tourism, posted strong gains as well. GDP is projected to 
grow by about 4.5 percent in 1990 due to favorable weather 
conditions and continuing policy improvements. 


Exports also expanded in 1989, but were outpaced by imports, 

leaving the country with substantial deficits in the trade and 
current account balances. The government continued its trade 
liberalization program and significantly devalued the shilling 


in late 1989. Both the trade and current account deficits are 
expected to widen slightly during 1990. The accumulation of 
high debt arrearages prompted the government to reschedule about 
$200 million in foreign debt service obligations with Paris Club 
creditors in March 1990. 


The government budget deficit for fiscal year 1989/90 was 
revised to 4.2 percent of GDP when the government failed to make 
all planned expenditures. This deficit, however, is projected 
to reach 10.6 percent of GDP during fiscal year 1990/91 as the 
government expands development spending. Through the ERP, the 
government hopes to improve fiscal policy by widening the 
revenue base, through the introduction of tax reform and user 
fees, and by controlling planned expenditures. 


Although the Tanzania business climate still presents certain 
risks, the economic recovery does offer definite opportunities 
for U.S. firms. Exporters can take advantage of more liberal 
licensing requirements for many Tanzanian imports. Already U.S. 
exports to Tanzania have increased by over 50 percent since 
1988. The new investment code -- which promises tax incentives, 
investment guarantees, and more flexible dividend repatriations 
-- should also encourage increased U.S. investment. 


A. Current Economic Situation and Trends 
Economic Reform: After four years of economic reform, 


Tanzania’s economy is poised between vestiges of the socialist 
(Ujamaa) policies instituted by the country’s first president, 





Julius Nyerere, and the more market-oriented policies instituted 
by the current president, Ali Hassan Mwinyi. In August 1990, 
Nyerere relinquished the chairmanship of the ruling Chama Cha 
Mapindizi party, thereby facilitating the implementation of 
Mwinyi’s more pragmatic economic policies. 


The blueprint for economic growth since 1986 has been the 
donor-supported Economic Recovery Program (ERP) under which the 
Government of Tanzania (GOT) will promote strong GDP growth, 
reduce inflation, and improve external imbalances. Tanzania 
completed the first phase of the ERP in June 1989 and is now 
halfway through the second phase known as the Economic and 
Social Action Program (ESAP). The goals of the ESAP include 
increasing food production, improving resource allocation, 
rehabilitating infrastructure, restoring internal and external 
balances, revamping the industrial sector, and improving the 
management of social services. 


The recovery program has already had a visible impact on 
Tanzania, reversing a decade-long trend of economic stagnation 
and decline. GDP expanded by an average annual 4 percent from 
1986 to 1989, and is expected to grow by 4.5 percent in 1990. 
Export volumes, which had dropped for several years preceding 
the ERP, expanded by an average annual rate of 10 percent since 
1986. Inflation dropped from almost 30 percent in 1987 to a 
projected 15 percent in 1990. 


Nonetheless, significant obstacles slow reform efforts ina 
number of key areas in the economy. Critical transportation, 
distribution, and marketing bottlenecks hamper the movement of 
goods from supply centers to end-users. Foreign exchange 
shortages, brought on by high debt service obligations, have 
restricted the imports of crucial inputs. Industrial capacity 
remains low, while few of the loss-making commercial parastatals 
have been sold or closed. 


Government and Budget: The budget deficit, which dropped to 4.2 
percent of GDP during 1989/90 because the GOT failed to spend 
all budgeted expenditures, is projected to top 10 percent of GDP 
during 1990/91. About 75 percent of expenditures are recurrent 
while the rest -- approximately $240 million -- will be devoted 
to development priorities. The government can raise only 67 
percent of the revenues from domestic tax sources. Most of the 
deficit will be financed by external loans and grants while a 
small portion will come from the domestic financial sector. 


Improving fiscal policy remains a major goal of the economic 
recovery process. The GOT has planned few new development 
projects and is instead focusing on rehabilitating existing 
projects and programs in the transport, communications, and 
social services sectors. Credits to unproductive state-owned 
firms and crop marketing boards have been reduced. On the 





revenue side, the government has introduced new user fees and 
strengthened income tax administration. However, it scaled back 
top rates on both income taxes (to 40 percent) and tariffs (to 
60 percent). These measures are expected to provide additional 
revenue sources while widening the tax base. 


External Sector: Reestablishing external balance is a priority 
of the government under the ERP. To encourage exports and 
discourage unwarranted imports, the shilling was devalued by 
over 50 percent from June 1988 to December 1989. Concurrently, 
the government introduced and expanded an Open General License 
Facility (OGL) to improve the foreign exchange allocation for 
necessary imports. As a result, both exports and imports are 
projected to have increased in 1990 resulting in slightly larger 
trade and current account deficits. 


These high external imbalances remain a serious problem, 
prompting the government to seek external relief. Tanzania 
continued to receive strong multilateral and bilateral donor 
support. New foreign loan and grant commitments, totalling 
about $865 million, were pledged during a donor Consultative 
Group (CG) meeting in December 1989. An additional $200 million 
was rescheduled three months later by the Paris Club. 


Agriculture: The agricultural sector is the foundation of 
Tanzania’s economy, employing 90 percent of the work force and 
accounting for 80 percent of export earnings and 46 percent of 
GDP. Principal export crops include coffee, tea, sisal, 
tobacco, cashewnuts, cocoa, and cloves. Main food crops include 
maize, cassava, millet, sorghum, and wheat. 


Agricultural growth has been another goal of the government 
under the ERP. Beginning with the first ERP, the government 
raised real producer prices by more than 30 percent each year as 
an incentive for agricultural production. To liberalize crop 
marketing, private traders were permitted to purchase and sell 
crops in direct competition with cooperatives and national crop 
marketing boards. As a result of these reforms and several 
years of good weather, gross food production has expanded 
significantly, rising by 36 percent, during the past five 
years. Food production is projected to increase by 4.5 percent 
during 1990. 


Minerals and Energy: Tanzania is endowed with a variety of 
mineral deposits, including gold, gemstones, coal, uranium, and 
phosphates. Smuggling and a lack of capital, skilled manpower, 
and equipment continue to hamper the GOT’s ability to exploit 
these resources. Consequently, the sector’s performance has 
fallen throughout the ERP and now accounts for less than 
one-half of 1 percent of GDP. 





Government efforts to reverse this declining sectoral trend have 
focused on the construction (with Chinese assistance) of the 
Kiwira coal mine in Mbeya, enhancing exploitation of Minjingu 
phosphates, and rehabilitating the Uvinza salt works. Moreover, 
the Bank of Tanzania recently decided to buy gold at competitive 
prices to stem gold smuggling by small holders. Gold output, 
however, will remain uncertain pending the outcome of a court 
injunction halting a $100 million gold mining operation of 
Placer Dome, a Canadian multinational, over a claim dispute. 


Oil exploration is a top priority for the government, which 
launched an aggressive marketing campaign in Europe and the 
United States in 1989. To date, several major U.S. and European 
firms have begun exploring for oil and have signed production 
sharing agreements with the parastatal Tanzania Petroleum 
Development Corporation (TPDC). The government is also hoping 
to exploit proven offshore natural gas reserves. 


The government is halfway through a five-year program to 
rehabilitate and expand Tanzania’s hydro-power capacity and 
distribution network. A Japanese-funded feasibility study for a 
proposed 200 megawatt dam at Iringa was completed in late 1990. 
Considerable progress on extending transmission lines has been 
made, and the electricity grid now covers most major towns in 
southern, central, and northern Tanzania where power problems 
were a major constraint to economic growth. 


Industry: Although capacity utilization still hovers at about 
30 percent, the industrial sector has posted strong gains, 
expanding by an average rate of 4.8 percent during each of the 
past three years. This expansion is heavily fueled by enhanced 
foreign exchange allocations and the rehabilation of major 
industrial projects. Industries growing the fastest are tires 
and tubes, cement, paper, canvas, farm implements, corrugated 
iron sheets, soft drinks, aluminum products, soap and 
detergents, and radios. 


Increased production in the industrial sector is still 
constrained by heavy dependency on imported inputs, limited 
capacity to generate foreign exchange, outdated plant and 
equipment, and lack of spare parts. Under the ESAP, special 
emphasis will be placed on industries utilizing local raw 
materials, producing for export, or producing essential items. 
Ongoing studies -- financed by the World Bank’s Industrial 
Rehabilitation and Trade Adjustment Credit (IRTAC) -- point to 
the need for the restructuring in several key subsectors such as 
textile and apparel, agro-processing, and leather. 


Transportation: With its prime geographic location, Tanzania 
has the potential to generate significant revenue from its 
transportation sector. But severe transportation bottlenecks, 
arising from deteriorating roads and rail networks and 
inoperable rolling stocks, actually hinder economic recovery. 





Repairing this network has been a goal of the ERP. The World 
Bank is coordinating more than $800 million of official 
development assistance to rehabilitate over 7000 kilometers of 
roads and repair about 40 bridges and ferry crossings. The Dar 
es Salaam port rehabilitation, which has already cost about $200 
million, is expected to increase the port’s capacity from 2.5 to 
4.0 million tons by 1992. Upcoming port projects include 
conversion of additional berths to container terminals; 
construction of a roll-on, roll-off facility; and redesign of 
the entrance channel. The Tanzania Zambia Railway (TAZARA) -- 
one of the two rail networks operated by the government -- is 
now well into its 10-year $360 million development plan. In 
September 1990, it received 8 General Electric locomotives and 
350 freight cars financed by official U.S. and Swedish 
development aid, respectively. 


Financial Sector: The banking sector is currently dominated by 
government-owned institutions that are handicapped by weak 
balance sheets, inadequate credit screenings, and limited 
competition. Recognizing these deficiencies, the GOT is 
reviewing a restructuring plan to encourage increased 
competition and diversify financial services. 


Tourism: The tourism sector has expanded steadily during the 
past three years, growing by an average 4.7 percent. Tourism 
earns the country about $60 million a year in foreign exchange. 
Realizing the enormous potential of tourism for the economy, the 
state-owned Tanzania Tourist Corporation (TTC) has pledged to 
spend over $55 million in hotel rehabilitation and bring in 
foreign firms to manage 8 of its 14 hotels. In addition, 
several private investors have begun several hotel projects on 
the island of Zanzibar. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


Potential for Trade: The United States remains a minor trading 
partner after the United Kingdom and Germany. Although U.S. 
exports to Tanzania increased marginally in 1989, they are 
projected to expand by almost 50 percent in 1990 as import 
licensing reforms under the OGL take effect. U.S. imports from 
Tanzania are projected to decline by half during 1990 as a 
result of a temporary prohibition on Tanzanian textile and 
apparel imports (which was lifted in October 1990). 


Public and private sector officials welcome increased trade 
links with U.S. firms. Areas of particular interest to U.S. 
industry include oil exploration equipment, aviation equipment, 
pharmaceuticals, computers, used clothing, chemicals and dyes, 
road maintenance equipment, telecommunications devices, 
agricultural machinery, irrigation equipment, specialized 
equipment for manufacturing and agro-processing industries, and 
spare parts. However, U.S. export potential remains limited in 
Tanzania because of Tanzania’s low purchasing power, lack of 





foreign exchange, bureaucratic inertia, transportation and 
communications bottlenecks, corruption, and poor after-sales 
service records of U.S.-sourced goods. 


Potential for Tnvestment: Tanzania’s high risk investment 
profile should be balanced by the significant political and 
economic reforms undertaken through the ERP. In mid-1990, the 
government established a new investment policy to create a more 
favorable environment for increased local and foreign investment 
to generate foreign exchange and create employment. The new 
code outlines priority sectors for investment, tax incentives, 
investment guarantees, and more flexible dividend repatriation 
guidelines. Coordination of investment registration and related 
activities will become the responsibility of the one-stop 
Investment Promotion Center (IPC). 


The government welcomes foreign investment in the following 
sectors: agriculture and livestock development, natural 
resources, tourism, mining and petroleum, manufacturing, 
construction, and transportation. Most existing U.S. investment 
is concentrated in petroleum exploration; however, a number of 
U.S. firms are represented in other activities, including 
petroleum distribution, agricultural and construction equipment 
distribution, and computer sales. 


Marketing and Finance: Several possibilities exist for U.S. 
firms interested in penetrating the Tanzanian market. Numerous 
export and contract opportunities for road construction, rail 
and telecommunications procurement, and industrial 
rehabilitation are financed through the African Development 
Bank, the World Bank, or the U.S. Agency for International 
Development. U.S. firms can apply for pre-project financing 
through the Trade and Development Program (TDP). The Overseas 
Private Investment Corporation (OPIC) offers a variety of 
insurance and financing options for potential U.S. investors. 


U.S. companies interested in establishing a presence in Tanzania 
should consider retaining a local agent. In conducting business 
with Tanzania, U.S. firms should insist upon irrevocable letters 
of credit confirmed by an outside bank. All visitors should 
obtain a visa before arrival. Evidence of travel or plans to 
travel to South Africa will likely result in denial of entry to 
Tanzania. The U.S. Embassy in Dar es Salaam -- 36 Laibon Road, 
PO Box 9123, Dar es Salaam; Telephone: [255](51)37501; Telex: 
41250 USA TZ; Fax: [255](51)37408 -- has an economic/commercial 
staff and library to assist American businesses. Additional 
information on Tanzania is available from the Tanzania Desk 
Officer in the International Trade Administration of the 


Department of Commerce, Room 3317, Washington, DC 20230, Phone: 
(202) 377-5148. 
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